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merely as a passenger in the general 
sense. For example, the services of a 
buyer in the employ of a department 
store while he is a passenger on a ves-
sel are not in connection with the ves-
sel. 

(c) The expression ‘‘on or in connec-
tion with’’ refers not only to services 
performed on the vessel or aircraft but 
also to services connected with the ves-
sel or aircraft which are not actually 
performed on it (for example, shore 
services performed as officers or mem-
bers of the crew, or as employees of 
concessionaires, of the vessel). 

(d) The citizenship or residence of the 
employee and the place where the con-
tract of service is entered into are im-
material for purposes of this exception, 
and the citizenship or residence of the 
person employing him is material only 
in case it has a bearing in determining 
whether the vessel is an American ves-
sel. For definitions of the terms ‘‘ves-
sel’’ and ‘‘aircraft’’, see paragraph 
(c)(2)(v) of § 31.3306(c)–2. For definitions 
of the terms ‘‘American vessel’’ and 
‘‘American aircraft’’, see § 31.3306(m)–1. 

(e) Since the only services performed 
outside the United States which con-
stitute employment are those de-
scribed in section 3306(c) and paragraph 
(c) of § 31.3306(c)–2 (relating to services 
performed outside the United States on 
or in connection with an American ves-
sel or American aircraft), services per-
formed outside the United States on or 
in connection with a vessel not an 
American vessel, or an aircraft not an 
American aircraft, do not constitute 
employment in any event. 

(f) The provisions of section 3306(c) 
(4) and of this section, insofar as they 
relate to services performed on or in 
connection with an aircraft not an 
American aircraft, apply only to serv-
ices performed after 1961 for which re-
muneration is paid after 1961. 

[T.D. 6658, 28 FR 6637, June 27, 1963] 

§ 31.3306(c)(5)–1 Family employment. 

(a) Certain services are excepted 
from employment because of the exist-
ence of a family relationship between 
the employee and the individual em-
ploying him. The exceptions are as fol-
lows: 

(1) Services performed by an indi-
vidual in the employ of his or her 
spouse; 

(2) Services performed by a father or 
mother in the employ of his or her son 
or daughter; and 

(3) Services performed by a son or 
daughter under the age of 21 in the em-
ploy of his or her father or mother. 

(b) Under paragraph (a) (1) and (2) of 
this section, the exception is condi-
tioned solely upon the family relation-
ship between the employee and the in-
dividual employing him. Under para-
graph (a)(3) of this section, in addition 
to the family relationship, there is a 
further requirement that the son or 
daughter shall be under the age of 21, 
and the exception continues only dur-
ing the time that such son or daughter 
is under the age of 21. 

(c) [Reserved] For further guidance, 
see § 31.3306(c)(5)–1T(c). 

(d) [Reserved] For further guidance, 
see § 31.3306(c)(5)–1T(d). 

(e) [Reserved] For further guidance, 
see § 31.3306(c)(5)–1T(e). 

[T.D. 6516, 25 FR 13032, Dec. 20, 1960; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 9554, 
76 FR 67365, Nov. 1, 2011] 

§ 31.3306(c)(5)–1T Family employment 
(temporary). 

(a) [Reserved] For further guidance, 
see § 31.3306(c)(5)–1(a). 

(b) [Reserved] For further guidance, 
see § 31.3306(c)(5)–1(b) 

(c) Services performed in the employ 
of a corporation are not within the ex-
ception, except as provided in para-
graph (d) of this section. Services per-
formed in the employ of a partnership 
are not within the exception unless the 
requisite family relationship exists be-
tween the employee and each of the 
partners comprising the partnership. 

(d) A disregarded entity that is treat-
ed as a corporation under § 301.7701– 
2(c)(2)(iv)(B) of this chapter (Procedure 
and Administration Regulations) shall 
not be treated as a corporation for pur-
poses of applying section 3306(c)(5). For 
purposes of applying section 3306(c)(5), 
the owner of the disregarded entity 
will be treated as the employer. 

(e) Paragraphs (c) and (d) of this sec-
tion apply with respect to wages paid 
on or after November 1, 2011. However, 
taxpayers may apply paragraphs (c) 
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26 CFR Ch. I (4–1–14 Edition) § 31.3306(c)(6)–1 

and (d) of this section to wages paid on 
or after January 1, 2009. 

(f) Expiration date. The applicability 
of paragraphs (c) and (d) of this section 
expires on or before [October 31, 2014]. 

[T.D. 9554, 76 FR 67365, Nov. 1, 2011] 

§ 31.3306(c)(6)–1 Services in employ of 
United States or instrumentality 
thereof. 

(a) Services in employ of United States 
or wholly-owned instrumentality thereof. 
Services performed in the employ of 
the United States Government, except 
as provided in section 3306(n) (see 
§ 31.3306(n)–1), are excepted from em-
ployment. Services performed in the 
employ of an instrumentality of the 
United States which is wholly owned 
by the United States also are excepted 
from employment. 

(b) Services in employ of instrumen-
tality not wholly owned by United 
States—(1) Services performed after 1961. 
Services performed after 1961 in the 
employ of an instrumentality of the 
United States which is partially owned 
by the United States are excepted from 
employment, if the remuneration for 
such service is paid after 1961. Services 
performed after 1961 in the employ of 
an instrumentality of the United 
States which is neither wholly owned 
nor partially owned by the United 
States are excepted from employment 
if (i) the instrumentality is exempt 
from the tax imposed by section 3301 by 
virtue of any provision of law which 
specifically refers to section 3301 or the 
corresponding section of prior law in 
granting exemption from such tax, and 
(ii) the remuneration for such service 
is paid after 1961. For provisions which 
make general exemptions from Federal 
taxation ineffectual as to the tax im-
posed by section 3301, see § 31.3308–1. 

(2) Services performed before 1962. Serv-
ices performed in the employ of an in-
strumentality of the United States 
which is not wholly owned by the 
United States are excepted from em-
ployment if the instrumentality is ex-
empt from the tax imposed by section 
3301 by virtue of any other provision of 
law, and (i) the services are performed 
before 1962 or (ii) remuneration for the 
services is paid before 1962. 

[T.D. 6658, 28 FR 6638, June 27, 1963] 

§ 31.3306(c)(7)–1 Services in employ of 
States or their political subdivi-
sions or instrumentalities. 

(a) Services performed in the employ 
of any State, or of any political sub-
division thereof, are excepted from em-
ployment. Services performed in the 
employ of an instrumentality of one or 
more States or political subdivisions 
thereof are excepted if the instrumen-
tality is wholly owned by one or more 
of the foregoing. Services performed in 
the employ of an instrumentality of 
one or more of the several States or po-
litical subdivisions thereof which is not 
wholly owned by one or more of the 
foregoing are excepted only to the ex-
tent that the instrumentality is with 
respect to such services immune under 
the Constitution of the United States 
from the tax imposed by section 3301. 

(b) For provisions relating to the 
term ‘‘State’’ see § 31.3306(j)–1. 

[T.D. 6516, 25 FR 13032, Dec. 20, 1960, as 
amended by T.D. 6658, 28 FR 6638, June 27, 
1963] 

§ 31.3306(c)(8)–1 Services in employ of 
religious, charitable, educational, 
or certain other organizations ex-
empt from income tax. 

(a) Services performed after 1961. Serv-
ices performed by an employee after 
1961 in the employ of a religious, chari-
table, educational, or other organiza-
tion described in section 501(c)(3) which 
is exempt from income tax under sec-
tion 501(a) are excepted from employ-
ment, if the remuneration for such 
service is paid after 1961. For provi-
sions relating to exemption from in-
come tax of an organization described 
in section 501(c) (3), see Part 1 of this 
chapter (Income Tax Regulations). 

(b) Services performed before 1962. (1) 
Services performed by an employee in 
the employ of an organization de-
scribed in section 3306(c)(8) as in effect 
before 1962, that is, a corporation, com-
munity chest, fund, or foundation, or-
ganized and operated exclusively for 
religious, charitable, scientific, testing 
for public safety, literary, or edu-
cational purposes, or for the prevention 
of cruelty to children or animals, no 
part of the net earnings of which inures 
to the benefit of any private share-
holder or individual, and no substantial 
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